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Independent Auditors' Report

Board of Education
Manchester Community Schools
Manchester, Wichigan

We have audited the sccompanying financial stalements of the governmental activities, each major fund. and
the aggreqgate remaining fund information of Manchester Community Schoots, as of and ior the year ended
June 30, 2008, which collectively comprize the School District's basic financial statements as listed in the table
of contents. These financtal statements are the responsibility of Manchaster Community Schools’
manapement Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with aoditing standards generally accepted in the United Siates of
Amernica and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit
to nbtain reasonable assurance about whether the financal statements are free of matenal mizskaterment. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements.  An awdit also includes assessing the accounting principles rsed and significant estimates made
by managerent, as well as evaluating the overall financial statement presentation. We believe that our audi
provides a reasonabie basis for our opinians.

Im our opinion, the financial statements referred to above present fairly, in alf material respects, the respective
firancial position of the governrental activitizs, each major fund, and the aggregate remaining fund infermation
of Manchester Community Schools as of June 30, 2008, and the respective changes in financial position,
thereof for the year then ended, in conformiby with accounting principles generally accepted in the Uniled States
of America.

In accordance with Govermment Auditing Stardards, we have also issued a report dated October 25, 2008, aon
our consideration of the Schaool District's internal control over financial reporting and on our tests of compliance
with cerain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that repor is to describa the scope of our testing of internal control over financial reporting and compliance and
the resulis of that testing and not to provide an opinion on the internat contrel over financial reporting or on
sompliance. That report is an integral part of an audit performed in accordance with Goveroment Auditing
Standards and should be considered in conjunction with this report in considering the resulis of our apdit

The management's discussion and analysis and budgetary comparison information, as listed in the table of
conterts, are not a required part of the basic financial statements buk are supplemental information required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inguiries of management, regarding the methods of measurement and presentation of the
required supplemental information. Howewver, we did net audit the information and express no opinion on it.
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Boarc of Education
Manchester Community Schools
Page 2

Our zudit was conducted for the pwpose of forming apinions on the financial statements that collectively
aarprise Manchester Community Schoole’ basic financial statements. The accompanying other supplemesntal
information, as identified in the table of contents, is presented for the purpose of agditional analysis and is not 2
required pari of the basic financial staterments  The other supplemental information has been subjected to the
auditing procedures agplied in the audit of the basic financial statements. and, in our opinion, 15 fairly stated in
all material respecis, in relation to the basic financial statements taken az a whale.

wm a Wm}i PL.

Willis & Jurasek. F.C

October 25, 2008
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This saction of the Manchester Cammunity Schools annual financial report presents our discussion
and analysis of the School District's financial performance during the year ended June 30, 2008.
Pleaze read it in conjunction with the School District's financial statemeants, which immediately follow

this section.

Using this Annual Report

This annual repert consists of a series of financial statements and notes 1o those statements. These
statements are organized so the readar can understand Manchester Community Schools financially

as a whale.

The District-wide financial statements provide information zbout the achivities of the whole School
District, presenting both an agaregate view of the School District's finances and a longer-term view of
those finances.

The fund financial sfatemenis provide the next level of detail. For governmental activities, these
statements tell how services were financed in the short-term as well as what remains for future
spending. The fund financial statements look at the School District's operations in more detail than the
district-wide financial siatements by providing information about the School District's most significant
funds - the General Fund, 2001 Debt Service Fund and 2001 Capital Projects Fund, with all cther
funds presented in one column as non-major funds,

The Fiduciary Fund statements present financial information about activities for which the School
Bistrict acts solely as an agent for the berefit of students and parents and information about monies
held in trust for scholarships.

The annual audit report is crganized as follows,

Management's Discussion & Analysis (MLDEA)
(Reguirad Supplarmental informalion)

Basic Financial Statements

District-wide Financial Staterments Fund Financial Statements
MNotes fo the Basic Financial Sfafements

fRequired Supplemental information)
Budgeiary information for Major Funds

Cther Supplemental information
Reporting the School District as a Whole - District-wide Financial Statements

One of the most important questions asked about the School District is, "As a whole, what iz the
School District's financial condition as a result of the year's achivities?' The statemant of net assets
and the staternent of activities, which appear first in the School District's financial statements, report
information on ihe School District as a whole and its activities in a way that helps you answer this
guestion. We prepare these statements to include all assets and lighilities, using the accrual basis of
accounting, which is similar to the accounting used by most private-sector  companies,

Hi
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Reporting the Schoof District as a Whele - District-wide Financial Statements (Continued}

All of the current yaar's revenues and sxpenses are taken info account regardless of when cash
is received or paid.

These twa statements report the School District's net assefs - the difference betwean assets and
liabilities, as reported in the statement of net assets - a5 one way to measure the School District's
financial health or financial position. Cver time, increases or decreases in the School District's net
assets - as reportad in the staterment of activities - are indicators of whether its financral health is
improving or detericrating. The relationship between revenues and expenses 15 the School
Cistrict's operating results. However, the School District’'s goal is to provide services o our
students, not to generate profits as commercial entities do. One must consider many other non-
financial factors, such a3 the quality of the education provided and the safety of the schools, in
order Lo assess the overall health of the School District.

The statement of net gassets and the statement of activities report the governmental activities for
the Schom District, which encompass all of the School District's services, including instruction,
supporting services, community services, athietics, capital projects, debt service and food
services. Property taxes, unresiricted sfate aid (foundation allowance revenue}, and state and
federal grants finance most of these activilies.

Reporting the Schoo! District's Most Significant Funds - Fund Financial Stafements

The School District's fund financial statements provide detailed informatlion about the most
significant funds - not the School District as a whole. Some funds are required o be established
by state law and by bond covenants. However, the School District establishes many other funds
to help it confrel and manage maoney for particular purposes (the Food Service and Athietics
Funds are examples) or to show that it is meeting legal responsibilities for using certain taxes,
grants, and other money {like bond-funded construction funds used for voter-approved capital
projects), The governmental funds of the School District use the following accounting appreach:

Governmental Funds - All of the Schoof District's services are reported in governmental
funds. Governmental fund reporting focuses on showing how money flows into and out
of funds and the balances left at year end that are available for spending. They are
reported using an accounting method called modified accrual accounting, which
measures cash and all other financial assets that can readily be converted to cash. The
governmental fund statements provide a detalled shont-term view of the aperations of the
Schaool District and the services it provides. Governmental fund information helps you
determine whether there are more or fewer finangial resources that can be spent in the
near future to finance the School District's programs. We describe the relationship (or
differances) batween governmental achivities {reported in the statement of net assefs
and the statement of achivities) and governmental funds in a reconciliation.



Manchester Community Schools

The Schooal District as Trusfee - Reporting the School District's Fiduciary Responsibifities

The School District is the trustee, or fiduciary, for its student activity funds and scholarship
monies. Al of the School District's fiduciary activities are reporied in a separate statement of
fiduciary net assets and statement of changes of fiduciary net assets. We axclude these activities
from the School District's other financial staternents because the School District cannot use these
assets to finance its operations. The School District is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.

The School District as a Whole

Recall that the Staterment of Net Assets provides the perspective of the School District as a
whole, Table 1 provides a summary of the School District's net assets as of June 30, 2008 and

June 30, 2007

Table |
Govaernmental Activities
June 30,
2008 2007
Assels
Current and other assels 3 51BT 087  § 4309511
Capital assets and other long-term assets 37,113,826 35,503 866
Total assets 42 300,913 42 818 377
Liabilities
Current liabilities 3182 414 4,125,695
Long-term liakilities 39,432, 849 3B.504.763
Total kabilities 42625263 42.630.458
Met Assets
Invested in capital assets, net of related debt (1,854 657} (457,570
Restricted 417 686 {85,157
Unrestricted 1,112,821 730,645
Total net assets $.._(324350) §__ 187,918



iﬁamhasﬁef @@mmunity Sechools

o Managament' Dlmsslonanﬂnnalysis[cuntlnued}

The School District as a Whele {Continued)

The abowve analysis focuses on the net assets {see Table 1). The change in net assets {see
Table 2} of the Schoot District's governmental activities s discussed below The School District's
net assels were $(324.330) at June 30, 2008 Capital assets, net of related debt totaling
${1,854.657), compares the original cost, less depreciation of the School District's capital assets
to long-term debt used to finance the acquisition of those assets. Most of the debt will be repaid
from voter-approved property taxes collected as the debt service comes due. Restricted net
assets, §417.686, are repored separately to show legal constraints from debt covenants and
enabling legislation that fimit the School District's ability to use those net assets for day-to-day
operations. The remaining amount of net assets, $1,112,621, was unrestricted.

The $1.112,621 in unrestricted net assets of governmental activities represents the acoumufated
results of all past years' operations. The unrestricted net assets balance enables the School
Dhstrict to meet working capital and cash flow requirements as well as to provide for future
uncertainties. The operating results of the General Fund will have a significart impact on the
change in unrestricted net assets from year to year.

The results of this year's operations for the School District as a whole are reported in the
statement of activities (Table 2), which shows the changes in net assets for fiscal years 2008 and
2007 .

Wi
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" Management's Discussion and Analysis (Continuad)

The School District as a Whole [Coniinued)

Tabie 2
Sovernmental Activities
June 30,
20088 2007
Revenue
Program revenue:
Charges for services $ BO2BB1T § VZ6.106
Operating grants 2.258 446 1,241,018
General revenue:
Property taxes 3,651,409 3625508
State foundabon allowance B.281.717 B 0g4, 7
Other 74,429 1,419,282
Total revenue 15068.682 15,106,708
Functions/program &xpenses
instruction 5017178 6,853 6467
Support services 5,267,118 5,562 532
Food services 384,248 481 552
Athletics 424 040 487 232
Communily services 413.085 428 067
Other 98,971 TE818
interest on long-term debt 1,756,817 1,937,227
Depreciation (unallocated) 1,189,384 -
Total functiohs/program expenses 15,580 851 5,828,893
Increase {Decrease) in Net Assets (512269 F _{F20187)

As reported in the statement of activities, the cost of all of our governmental activities this year
was $15 580,851, Certain activities were partially funded from those who benefited from the
programs, 3802681, or by other governments and organizations that subsidized cerain
orograms with grants and contributions, $2,258 446, We paid for the remaining "public bensfit"
portion of our governmental activities with $3,651 409 in taxes, 38,281,717 in state foundation
allowance, and with our ather revenues. i.e., interest and general entilements.

The School District experienced a decrease in net assets of 3512289, There has been an
gngoing concerted effort by the administration to minimize expenses for the past few fiscal years
due to the uncertainty of State of Michigan funding for the 2007-2008 school year, and due to the
ongoing precarious budget situation in the State of Michigan.

Wit
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T Managemant'sDiscussimnandknalysls {cuntlnu&d]

The School District as a Whole (Confinued)

As discussed above, the net cost shows the financial burden that was placed on the state and the
School District's taxpayers by each of these functions. Since property taxes for aperations and
unrestricted state aid constitute the vast majority of district operating revenue sources. the Board
of Education and Administration must annually evaluate the needs of the School District and
balance those needs with state-prescribed available unrastricted resources

The School District's Funds

As we noted eariier, the Schoal District uses funds to help it control and manage money. As the
School District completed this year, the governmental funds reported a combined fund batance of
approximately 32 million, which is an increase of 3.1 million from last year. The primary reasons
for the increase are as follows:

In the General Fund, our princtpal operating fund, the fund balance increased approximately
$24.000 to 1.2 million. The change ts mainly due to:

»  Aggressive restructuring and reduction in staffing in all areas of the District

s 5teachers refired at the end of 2008-07, savings were realized in 2007-08 from hiring new
teachers at the bottom of the wage scale, and through attrition

e Continuing shift of substifute teaching costs and non-staff coaching wages to a third party
vendor

s Savings realized with our energy-management program

« Very conservative spending and aggressive cost reduciion efforts throughout all areas of
the district

The fund balance in the General Fund iz available to fund costs related to allowable school
operating purposes.

Combined, the Debt Service Funds showed a fund balance increase of approximately $185,000
from the prior year. This is due to the timing of tax revenues received versus debt payments
made. Millage rates continue to be levied at seven mills and are allecated annually to all the bond
issues to ensure that the School District accumulates sufficient rescurces to pay annual bond
issue-refated debt service. Durant debt obligations are funded by an annual state appropriation,
and no fund balance exists at year-end. It should be noted that Nowember 2007 was the iast
payment of Durant monies. Debt Service Funds fund baiances are reserved sincs they can only
be used {0 pay debt service obligations.

The combined Capital Projects Funds fund balance decreased by $75,2758 as the Schoo! District
continued to use its residual funds from the 2001 bond issue. The funds were spent mainly on
building renovations, land improvernents, textbooks, and technology infrastructure upgrades. The
fund balance at June 30, 2008 was $321.429 and will be spent on minor renovation projects and
technolegy purchases by June 30, 2002, All such projects will be of a nature that fall within the
scopea of projecls approved in the original bond proposal.

wviij
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= Fﬂanagamﬂnt‘  Dlseussion and Analrsis {Guntinuad}

Generzl Fund Budgetary Highlights

Ower the course of a school year, the Disfrict revises its budget as it attempts fo deal with
unexpected changes In revenues and expenditures. State law requires that the budget be
amended to ensure that expenditures do not exceed appropriations. The final amendment to the
budget was actually adopted just before year-end. A schedule showing the School District's
original and final budget amounts compared with amounts actually paid and received is provided
in required supplemental information of these financial statements.

Capital Assets and Debt Administration

Capital Assels

As of June 30, 2008, the School District had 548,198,051 invested in a broad range of capital
assets, including fand, buldings, vehicies, furniture and equipment. This amount represents an
increase fincluding additions and disposals) of approximately $24 000 from last year.

2008 2007
Land and improvements 3 23227568 3 2322756
Buildings and building improvements 38,243,085  38.190,827
Buses and other vehicles 1,346 913 1.346.9132
Furniture and equipment 4. 285 297 4,314 376
Totai capital assets $46.198.051 $46 174,672

This year's additions of 358,743 included building improvements. We present more detailed
information about our capital assets in the notes to the financial statements.

Cebt

At the end of this year, the District had 340,126 640 in bonds outstanding and $40,598 078 in ihe
previous year. Those bonds consisted of the following:

2008 2007
Bonds 3 33529536 % 34059536
School bond loan and interest & 587 104 0,638 542
Totzl bonded debt 340,126,640  $40,558,078

Other obligations include acecrued vacation pay and sick leave. We present more detailed
information about cur leng-term liabilities in the notes to the financial statements,
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- MQnagemeni‘s Discusslm anﬂnnatysis [Eantlnuad}

Economic Factors and Next Year's Budaets and Rates

Cur alected officials and administration consider many factors when setting the School District's
2008-2008 fiscal year budget. One of the most important factors affecting the budget is our
stutdent count. The state foundation revenue is determined by multiplying the blended student
count by the foundation allowance per pupil. The blended count for the 2008-200% fiscal year is
calculated using 25 percent and 75 percent of the February 2008 and September 2008 student
counts, respectively. Based on early enrollment data at the start of the 2008-2002 school year,
wa anticipate thai the Fall 2008 count could be down as much az 40 students from the Fail 2007
count. However, the per pupil foundation allowance for 2008-2009 is reported to have increased
by $107.00 per student. The net efect on revenues of these two factors combined is estimated
to be 3 loss of $75 000 to 100,000 Once the final studant count is validated, state law reguires
the Schoal District to amend the budget if actual district resources are not sufficient to fund
original appropriations. YWe will be presenting a budget amendment to the Finance Committee by
early January 20049

Approximately 80 percent of tolal General Fund revenue comes from the foundation ailowance.
Under state law, the School District cannot assess additional property tax revenue for general
operations. As a result, District funding is heavily dependent on the state's ability to fund local
schoo! operations.

Since the School District's revenue stream is heavily dependent on state funding and the health
af the state’s School Aid Fund, the actual revenue received depends on the state's ability to
coilect the revenues to fund its appropriation to school districts.

Other areas of continuing concam in the budget are fuel costs and wutility costs, When building
our budgst each year, we assume that costs will continue te rise in these areas {as they have for
the past several years) and budget accordingly.

Contacting the District's Financial Management

This financial report i= designed {o provide our citizens, taxpayer, customers, investors and
creditors with a general overview of the District's finances amd to demonstrate the District’s
accountability for the money it receives. If you have guestions about this report or need additional
information. contact the Business Office, Manchester Community Schools, 410 City Road,
Manchester, Michigan 48158,



Manchester Community Schools
Staternent of Net Assels
June 30, 2008

Agzoig;
Cash and investmenls
Fessivables:
Taxes
Arccounis recenable
Dae from other governmental units
|mvenlories
Frepaid expensas
Deferred charges, net of amonization
Capital agsets less accumulaled depreciation of $5.084 225

Total assets

Liahilities:

Accounis payable

Staile aid anticipation loan

Ancrued payroll

Accrued inleres!

Qtker liabilities

Long-term liabilities:
Bonds payable. due wilhin one year
Other obligations, due within one year
Bonds payable, due in rore than one year
Oiher abligations, due inmore than che year

Tolal liabilities

Het Assets:
Imvestment in capilal assets - net of related debt
Reastricled for debt sarvica
Restriclad for construction
Festricled for special purpngse
Unresiricted
Total net assels

See Motes b Financial Stataments.

Governmental
___Activities

P 2857175

31,783
43,687
1,915,088
11,405
22440
205 525

37,113,828
— 42300913

312548
1,750,000
616,253
248 287
265,348

1,428 377
30,941 553
e OB 473
42,625 283

(1,854,657
51,257
321,429
5,000
G AN12628

S (324350



Functions/Programs

Primary Governmeni
Sovernmental activities:

Imetructicn
Suppon senvices
Food service aclivities
Athiatic activities
Cammunity services
Ciher
Irterest on long-term debt
Dgprectalion {unallocated)

Tatal governmental activities

Zee MNaotes Lo Financial Stalements

Manchester Community Schools
Statement of Activilies
Year Ended June 30, 2008

Goverameiital

Het [Expense)

Operating Revenue and

Charges for Grants/ Changes in

Expenses _ Services Contributions. _ Met Assets

5 emyITE S -5 2142491 F  (3.8745857)
52B7. 118 - - (3287 118
384,248 277183 115,955 8,560

424 Gl 138 {149 - {Z85.981)
413,083 387474 - {25 616)

55,571 - - {38.871)
1,756,917 . - {1,756, 317)
1,15949,384 s - (1, 199,.584)

B 15580851 8 802681 5 2258448  (124.518.624)

Ceneral revenues.
Taxes:

Properly taxes, levied for general porposss 1,258,557
Property taxes, levied for dabt servicas 2392 822
Stale aid not restricted to specific purposes 821717
Interast and investment eamings BE 471
{Hhar . {72042}
Total general Fevenues O A A il =
Change In Net Assels (912,269}
Mat A=seis - Beginning of Year 187,818
MNet Assets - End of Year 5 [324 350}



Manchester Community Schools
Balance Sheet
Governnnental Funds
June 30, 2008

Other
Heon-Major Total
2001 Debt 2001 Capital  Governmental Governmental
______ General ___ Spmvice Projects _, . Fund= Funds__
Assets
Cash and invesiments s 2233904 & 233008 3 83356 % 406,821 5 2,857,178
Receivables:
Taxes receivable 10,430 14,590 - T0B3 31,763
Ancnunts receivable 20400 - - 41 BRY 43 BEY
Due from other governmental units 1,815,088 - - - 1,815,088
Due from cther funds 26973 - - 1,138 117,111
Inyentories n - - 11,405 11405
Prepaid expenditures and other 22,440 - . - - 22440
Total azsets S 42006805 F 247 288 & 3355 & 558,134 & 5 (EE 673
Liabilities and Fund Balances
Liabilities;
Accounts payable 3 2E2.289 F 137 § -3 50.120 & 312 546
Siate aid anlicipation loan 1,750,000 - - - 1,750,000
e to other funds ar sl 4 064 . 26 964 117111
Bue to other governmental units 45 387 - - : 45 387
Salanies payable 513,706 - - 2,547 616,253
Acprued expendilures 213,974 - - 1,392 215,371
Desferred revenye 4.530 - = - 4580
Total akilities 2B7r.03s 4,201 - BO.O2I . 3.081 258
Fund Balances;
Restricied - . - 5.000 &,000
Reserved;
Capilal projects . - 53,358 238,073 321420
Debl senvice - 243,087 - 05,437 339 524
Lndesignated, reported in
General fund 1,232 BE1 - - - 1,232 BG1
Special revenue funds . - - - 138601 . . 138807
Tetal lund balances 1235861 _  __243.087 83366 _ __  47EIN 2037415
Total liahilties and fund balances g 420IRS5 5 247288 & _ 83356 § EER134 &, . S0Z8673

Soa Mptes to Financial Staiements



Mancheaster Communily Schools

Reconciliation of Balancz Sheet of Governmentat Funds to Net Assets

Governmental Funds
Year Ended June 30, 2008

Total Fund Bajances - Governmental Funds

Amount repered for gowernmental activities in the Statement
of Met Assats are different because

Walue of deferred charges for bond issuance cost
Accumulaied amomization

Capital assets used in gavernmental activities are not financial
resnurces and are nol reporied in the funds
The cost o the capital assets is
Arcumulaled depraciafion is

Long-term liabilities not due and payable in the current period
and not repered in the funds:
Eonds payable
Deferred amount an refunding
Unamorized premiums
Compensated balances and voluntary sevarance benefits

Arccrued interest payable is not included as a liability in
govermmental activilies.

Total Met Assets - Governmental Activities

See Motes to Financigl statements.

§ 2037415
§ 237533
_ {32,008)
205.525
5 46,198,051
{5,084,225)
37,113,826
(40,126,647
1,267,144
{108 £64)
{464,356)
(248,267)
$___ (324,350



Mznchester Community Schoels

Statement ¢f Revenues, Expenditures and Changes in Fund Balances
Governmental Funids

Revenues:
Local sources
Slale sources
Fadaral sources
Inberdesirict and other
Total revenuss

Expenditures:
instruction
Suppor services
Athledic aclivilies
Food service activilies
Community education
Debt serice
Frincipal paymenls
fnderest and fiscal charges
Other
Capital outlay
Tolal expendiiures

Rovenues Over {Under) Expenditures
Other Financing Sources (Uses):
Cperating transfers in
Schoal band loan proceeds
Operating iransfers out
Total ciner financing sources (Uses)
Met Changes in Fund Bafances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Motes e Financial Statemenis.

Year Ended Jung 30, 2008

Cther
Nen-Major Total
2001 Bebt 2001 Capital Governmental Sovernmenial
General Service Projects Funds Funds

S 1389886 % 1603450 § 4544 § 1611,887 & 4809977
Q008 835 - 55,555 2 085, 350
376,930 - - 22,434 470,360
1037443 - - 1.003 1,038 435
11.6814,194 1,603 450 d 544 1,762,884 15185172
5,147 6EG - 6,147 BSE
5,345 861 - - - 2,345,861

424 040 d24 Dl

- - - 384 248 284 248

9,080 - 403,215 413195

- 1,120,000 - 310,000 1,430,000

- 471,038 - 1021, 67 492 709

273 - 1,200 1,573

- a2 812 - 02 812

11,503 397 1.681.313 F2.812 2 5dd 474 15,731 996
30797 12137 _ {88,168} {781,580 (5dB B2

- - 280,891 285,991

- 122 424 - 551,038 6E4 360
. [285801) - _ - - (285,551}
. 4735891} 124,424 - BA7 977 684,360
24,806 134,561 (68, 168) 06337 137,536
1.208.0585% AMESSE 71524 _ 0 411774 1,8BRETY

$ 1.232B61 % 242 DE7 & E3.366 & 478111 & 20374156




Mancheaster Community Schools

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities

Governmental Funds
Year Ended June 30, 2008

et Changes in Fund Balanges - Total Governmental Funds

Amounts reporled {or governmental activities in the Slatemani
of activities are different because:

Governmenlal funds report capital cutlays as expenditures, in the
Stalement of Aciivities, these costs are allocated opver their estimated
useful lives as depreciation.

Denpreciation expense
Capital outlay
Lose on assel disposal

Accrued interes! s recorded in the Siatement of Activities when incurred,;
it is net reported in governmental funds until paid.

Eond proceeds are reported as financing scurces m governmental funds
and thus confribute to the change in fund balance In the Staternant of Met
Aszsets, however, issuing debt increases long-term liabilities and does not
affect the Stalernent of Activities, Similarly, repayment of principal 1= an
gxpendifure in the gauernmental fJunds but reduces tha liability in the
staternend of Net Assets.

Debt issued.
Schogl bond foan fund principal
School bend loan fund accrued interes!
Repaymens:
T bond holders
Amprtization of bond Issug cosls
Amortization of bond premiumidiscount
Amortizalion of deferred amount on refunding

Diecreases in compensaled absences and voluntary severance benefits are reported
as expendilures when financial resources are used in the governmeniad funds.

Change in Net Assets of Governmental Activities

See Notes o Financial Statemenis.

5 (1.199.384)
58,743

{34.941)

{584,350
{274.202)

1,430,000
(13932
24,129

(97,904}

2 137 536

{1,175.582)

11,568

3B3,730

130,478

$ (512,269



Assets:
Cash and investments

Liabilities:
Due to student groups
Total ligbilitites
Met Assats:
Reserved for scholarships

See Motes to Financial Skatements.

Manchester Community Schools
Statement of Figuciary Net assels
Fiduciary Funds
June 30, 2008

Private Agency Fund -
Purposze Student
Trust Funds Activities

3 110170 & 167 448

e -3 187448
-8 167 445

s 110,170



Additicns:
Gifts and cantributions
Ivterest and investrmen! earnngs
Het decrease in fair value of investments
Total additions

Deductions:
Scholarships avwarded
Trtal daductions
Changes in Net Assels

Net Assets - Beginning of Year

Met Assets - End of Year

See Moles o Financia! Staternents

Manshestar Community Schools
Statermnent of Changes in Fiduciary Met Assets
Fiduciary Funds
Year Ended June 30, 2008

Brivate
Purposs
Trust

Furds

¥ 41,7499
209

S 151
55867

_ e

2,500

A

2500

i

53157

S7.00%

3 110,170

rerer—————— . ———



Manchester Community Schools
MNoles to Financial Statements

Note 1 - Summary of Significant Accounting Policies

The basic financial statements of the Manchester Community Schools have been prepared in conformity with
accounting principles generally accepted in the United Slates of Amenca (GA&SFP) as appicabile to
governmenial units The Goveinmestal Accouniing Standards Board (GASE) 13 the accepted standard-
setting body for eslablishing governmental accounting and financial reporting principles The more significant
of the District’s accounting policies are described below

Reporting Entity

The School Districd s governed by an elected seven-member Board of Education  The accompanying
financial staterments have been prepared N accordance with criteria establshed by the Governmental
Accounting Standards Board for determining the wvarious governmental organizations to be included in the
reporting enfity  These criteria include significant operational financtal relationships that determine which of
the governmental organizations are a part of the School District's reporting entity. and which organizations
are legally separate, component units of the Schoal District  Bzsed on the application of the criteria. the
Dustrict doss not contain any component units.

Cistrict-Wide and Fund Financial Statements

The district-wide financial statements {i.e., the Staterment of Net Assets and the Statement of Actiities)
report informaticn on all of the non-fiduciary activities of the primary government.  For the most part, the
effect of interfund activity has been removed from these statements Gowvernmental activiliez, which
mormally are supported by taxes and intergovernmental revenues. are reporied separafely from business-
Fype activities, which ely to a significant extent on fees and charges for support. Al of the Schonl District's
governmeni-wide activities are considered governmental activities

The Statement of Activittes demongsirates the degree (o which the direct expenses of a given function or
segment are offget by program revenues Direct expenses are those that are clearly identifiable with a
specific function. Program revenug includes {1) charges to customers or applicants who purchase, use, or
dirgctly benefil from goods, services, or privileges provided by a given function, and (2) grants and
confributions that are restricted (o meeting the operational or capital requirements of a particular function.
Taxes, intergovernmental payments, and other itemms not properly included among program revenues are
reporlied instead as general revenue.

Separale financial statements are provided for governmental funds and fiduciary funds, even though the
lalter are excluded from the districtwide financial statements.  Major individual governmental funds are
reported as separate cofumns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

District-Wide Statements — The district-wide financial statementz are reported using the economic
regources measurement focus and the acorual basis of accounting. Revenue is recorded when earned and
expenses are recorded when a liabiiity is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants, calegorical aid, and similar
iterns are recognized as revenue as soon as all eligibifty requirements imposed by the provider have been
met.

As a general rule, the effest of interfund activity has besn eliminated from the district-wide financial
statements.



Manchester Community Scheols
Motes 1o Financial Statermernts

Note 1 = Summary of Significant Accounting Policies [Continued)
Measurement Focus, Basis of Accounting, and Financia! Statement Presentation (Continuad)

District-Wide Statements [Continued) - Armmounts reparted as program revanue ncluode (1) charges to
customers of applicants for goods, services, or privileges provided. (2) operating grants and coniributions;
and (3) capital grants and contributions  Internally dedicated resources are reponted as general revenue
rather than as program revenue. Likewise, general revenue inchudes all taxes and unrestiicled State Aid

Fund-Based Statements — Governmental fund financial statements are reported using the current financial
resources measurement fosus and the modified acerual basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered to be available if it is collected within the
current period or socon encugh thereafter to pay kahbilities of the current period  For this purpose, the
governmeant considers revenues to be available if they are coliected within 60 days of the end of the current
fiscal period  Expendiures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well az expenditures related o compensated absences, seyverance
pay, claims, and judgments, are recorded only when payment is due.

Property taxes, unrestricted State Aid, intergovernmental grants. and interest associated with the current
fiscal period are all considered to be susceptible to accrual and 50 have heen recognized as revenue of the
current fiscal period. Al other revenue items are considerad to be available only when cash is recetved by
the Schaool District,

The fiduciary fund staterments are also reported using the economic resources measurement focus and the
accrual basiz of accounfing.

The School District reports the following major governmental funds:

General Fund — The General Fund iz the School District's primary operating fund. | accounts for all
financial resources of the District, except those required to be accounted for in another fund

2001 Debt Service Fund — The 2001 Debt Service Fund ts used to record iax, interest, and other revenue
for payment of principal, interest and other expenditures on the 2001 bond issus.

2001 Capita! Projects Fund — The 2001 Capital Projects Fund is used to record bond proceeds or other
revenue and the dishursement of invoices specifically designated for acquiring equipment, and for
remodeling. The fund operates unlil the purposes far which it was created s accomplished.

Additionally, the government reports the following fund lypes:

Special Reverug Funds ~ Special Revenue Funds are used to account for the proceeds of specific revenue
sources Ihat are resiricted to expenditures for specified purposes. Special Revenue Funds maintained by the
District are the Athletics Fund, the Food Service Fund, and the Communily Education Fund

Debt Service Funds — Debt Service Funds are used to record tax and interest revenue and the payment of
interest. principal, and other expenditures on fong-term debt. [0 addition o the 2001 Debt Service Funo
listed abowve, the District also maintains the 2000, 20058, 2008, 2007, and Durant Debt Service Funds

Gapital Project Funds — Capital Project Funds are used to record bond procesds or other revenue and the
disbursement of monies sperifically designated far acquiring new school sites, buildings, equipmant, and for
remodeling and repairs. The District maintains the 2001 Capital Projects Fund listed above, plus the Capital

Improvernenis Fund

10



Manchester Community Schools
Mptes to Firancial Statements

Note 1 — Summary of Significant Accounting Policies {Continued)
Measurement Focus, Basis of Accounting, 2nd Financial Statement Presentation {Continued)

Agency Fund — The School District presently maintains an Agency Fund-Student Actridies to record the
transactions of student groups for school and school-refated purposes. The funds are segregated and held in
trust for the students.

Private-Purpese Trust Funds — The School District presently maintaing Private-Purpose Tiust Funds to
account for funds entrusted to the School District for scholarship awards

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits, and
shorl-term investments with & maturity of three months or l#ss when acquired invesiments are stated at fair
value.

The District repods its investments in accordance with GASB Statement No. 31, Accounting and Financial
Feporting for Certain investments and for External invesiment Poofs and GA3B Statement No. 40, Deposifs
and Investment Risk Disclosures. Under these standards, certain investments are valued at fair value as
determined by quoted markel prices, or by estimated fair values when guoted market prices are not
available. The standards also provige that certain investments are valued at cost {nr amortized costy when
they are of & shart-term duration, the rate of return is fixed, and the District intends to hold the investment
until maturity. Accordingly, investments in bankers' acceptances and commercial paper are recorded at
amortized cosl

State statutes authorize ke District to tnvest in bonds, and other direct and certain indirect obligations of the
U.S. Treasury, certificates of deposit, savings accounls, deposit accounts, or depositary receipls of a bank,
savings and loan association, or credit union, which & a member of the Fedaral Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Admimistration,
raspectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating serviees and which matures not more than 270 days after
the date of purchase. The District is alse authorized fo invest in U5, Government or federal agency
obligation repurchase agreements, bankers' acceptances of U5 banks, and mutual funds composed of
investments as outiined above.

Froperty Taxes - Property taxes levied by the District are collected by various municipalities and periodically
remitted to the District. The taxes are levied and become a lien as of December 1 and are due upon recaipt
of the billing by ihe taxpayer and become a lien on the first day of the levy year. The actual due date is
February 14, after which time the hills become delinquent and penalties and interest may be assessed by he
collecting entity. For the year ended June 30, 2008, the District levied the following amounts per 31.000 of
assessed valuation.

General Fund — Non-Homestead 18 00O
Debt Funds — Homestead and Mon-Homestead 7.000

Receivables and Payables — In general, outstanding balances between funds are reported as "due toifrom
other funds.” Activities between funds that are representative of lending/borrowing  arangements
outstanding at the end of the fiscal year are referred to as *advances foffrom other funds.”

Property tax and pther trade receivables are shown net of an allowance for uncollectibie amounts The
District has determined the uneollectible amounts are immaterial and no provision has been recorded.

11



Manchester Community Schools
kotes to Financial Statements

Note 1 = Summary of Significant Accounting Policies (Continued)
Agsets, Liabilities, and Net Assefs or Equity [Confinued)

Receivables and Payakles (Continued) - The State of Michigan utilizes a foundation grant approach, which
provides for a specific annual amount of revenue per student based on a statewids formula. The foundation
s funded from & commbination of State and local sources.  Revenues from Slate sources are primarily
governed by the School Ard Act and the Schoot Code of Michigan  The Siate portion of the foundation s
provided from the State's School Aid Fund and is recognized as revenue in accordance with Stale law and
accounting principles generally accepted in the United States of America

The Districl also receives revenue from the Siate to administer certain categoncal education programs.
Stale rules require that revenue earmarked for these programs be used for its specific purpose. Cerain
categorical funds require an accounting to the Siate of the expenditures incurred  For categorisal funds
meeting this requirement, funds recetved, which are nol expended by the close of the fiscal year, are
recorded as deferred revenue. Cther categorical funding s recognized when the appropriation is received

Inventories and Prepaid tems -- Inventories are valued at cost on a firgt-in, firsl-out basis. tnventories of
governmental funds are recorded as expenditures when consumed rather than when purchased  United
States Department of Agricultere Commaodities inventory recetved by the Food Service Fund is recorded as
inventory  Certain payments to vendors reflect costs applicable to future fiscal years and are recorded as
prepaid tems in hoth district wide and fund financial statements.

Festricted Assets — The unspent bond proceeds and related interest of the Capital Projects Funds require
armounts to be set aside for construction Thess amounts have been classified as restricted aszsetls,

Capital Assets - Capilal assets, which include fand, bulldings, equipment, and vehicles, are reported in the
applizable governmental astivities column in the district-wide financial staterments. The govarment defines
capial aszets as assels with an initial individual cost of 35,000 or greater and an estimated usefil life n
axcess of five years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation,
Costs of normal repair and maintenancea that do not add to the value or materially extend asset lives are not
capitalized. The School District does not have infrastructure-type assats

Buildings, equipment, and vehicles are depreciated using the straighf-ine methad over the following fives:

Buiidings and improvements 20-50 years
Buses anad ofher vehicles 5-10 years
Furniture and equipment 5-20 years

Compensated Absences - The liability for compensated absences reported in the district-wide statements
consiste of earned but unused accumulated vacation and sick leave balances. A liabiity for these amounts is
reported in governmental funds as it comes due for payment. The liability has been calculated using the
vesfing methed, in which leave amounis for both employvees who are currently ehgible to receive termination
payments and other employees who are expecled to become eligible in the future to receive such payments

upon termination are included.

Long-Term Obligations — In the district-wide financial statements, long-term debi and other long-term
obligations are reported as liahilities in the Statement of Net Assets. Bond premiums and discounts, as weli
as tssrance costs, are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reporled net of the appiicable bond premium or discount. Bond issuance costs are
repored a5 deferred charges and amontized aver the terrm of (he refated debt

In the fond financial stalements, governmental fund-types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period.

12



Manchester Community Schools
Motes to Financial Statements

Note 1 — Sumrnary of Significant Accounting Policies (Continued)
Assots, Liabilities, and Net Assets or Equity (Continued)

Long-Term Chligations {Continued} -- The face amount of debt issued s reported as other financing
sources Premiums recsived on debl izsuancas are reported as other financing sources while discounts are
reported ag other financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity — in the fund fimancial staterments, governmental funds report reservations of fund balance for
amours that are not available for appropriation or are legally restricted by outside parties for use for a
spacific purpose. Designations of fund halance represent tentative management plans that are subject {o
change

When both restricted and unrestricted resources are available for use. it is the Disirict's policy to use
restricted rescurces fist, then unrestricted resources as they are needed.

Use of Estimates

The process of preparing financiat statements in conformity with accouniing principles generally accepted in
the United Siates of America requires the ise of estimates and assumptions regarding cerain fypes of
assets. lisbilities, revenues, and expenditures. Such estimates primarily relate to unsettled transactions and
events a3 of the date of the financial statements. Accordingly, upon settlement, actual results may differ from
estimated amounts.

Note 2 — Stewardship, Compliance, and Accountability

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United Siates
of America. Annual appreprialions lapse at fiscat year-end.

The District follows these procedures in establishing the budgetary data refiected in the financial statements:

T, The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing therm. The level of contrel for the budgets is af the functional leval as set forth and presented
as required supplementary information.

2. Pubkc hearings are conducted to obtain taxpayer comments,

3. Pror o July 1, the budget s fegally adopled by School Board resolution pursuant to the Uniform
Budgeting and Accounting Act (P A G21 of 1978), The Act requires thal the budgetl be amended prior to
the end of the figcal year when necessary to adjust appropriations if it appears that revenues and other
financing sources will be less than anticipated or so that expenditures will not be in excess of original
estimales Expenditures shall not e made or incurred, unless avthorized in the budget, in excess of the
amount appropriated Vinlations if any, for the General Fund are noted in the reguired supplementary
information section

4  The Supenntendent is authorized o transfer budgeted amounts belween major expenditure functions
within any fund; however, these transfers and any revisions that alter the tolal expenditures of any fund
st be approved by the Schaol Board

5. Formal budgetary integration s employed as a2 management control device during the year for the
Geneial and Special Revenue Funds.

. The budget was amended during the year with supplementat approprialions, the lasl one approved prior
to June 30, 2008 The Distnct does not consider these amendments 1o be significant

13



Manchester Community Schools
Motes to Financial Statements

Mote 2 - Stewardship, Compliance, and Accountahility (Continued)
The 2001 Capilal Projects Fund includes capital project activities funded with bonds issued after May 1. 1594
For these capital projects. the School District has comphed with the applicable provisicns of Sechon 13513 of
the revised Schoo! Code.

Eeginning with the year of bond issuance, the District has reported the annuat construction activity in the 2001
Capital Projects Fund The project for which the 2001 Capital Froject Bonds were issued was considered
complete on May 16, 2005

Note 3 — Deposits and Invesiments

At year-and, the Schoal Distric!'s deposits and investments were reported in the basic financial statements in
{he following categories

Governmental Fiduciary Total Primary
Activities Funds Govarnment
Cash and investments 52057173 s 277616 53234792
The breakdown batween deposits and investments for the School District is as follows:
Dreposits (checking and savings accounts) 3 734,070
Bank investment ponl 2425425
MILAF T4 798
Pelty cash and cash on hand ch
Total 53234 705

Invesimeant and Deposit Risk

Custodial Gredit Risk - Deposits — Custodial credit risk is the risk that i the event of a bank failure, the
School's deposits may not be returned. The Dislrict requires that financial institutions be evaluated and only
those with an acceptable risk [evel are wsed for the District's deposits for cusfodial credit risk. At year-end,
the District's deposit balance of $647 792 had 3347 602 of bank deposits that were uninsured and
uncollaterized. The District believes that due fo the dollar amounts of cash deposits and the limits of the
FOIC insurance, it is impractical o insure all deposits.

Custodial Credit Risk - Investments — For an invesiment, custodial credit rigk is the risk that, in the event
of the failure of the counterparty, the Distric! wifl not be able to recover the walue of its investments or
sollateral securities that are in the possession of an cutside party. The bank investment poal in the amount of
$2,425 429 is held by the trust depariment of a bank and regulated by the blichigan Banking Act. The fair
value of the position in the hank investment pool is the same as the value of the pool shares. The bank
investmeni pool is not rated.

Imvastments in the interlocal agreement (MILAF) in the amount of $74 796 are regulated by the Urban

Cooperation Act. The fair value of the pesition in the inferiocal agreemend pools is the same as the value of
the pool shares. The interlocal agreement {MILAF) is rated at AAAm according to Standard and Poor's.

Mote 4 — Receivables

Receivables at June 30, 2008, consist of the following.

Other governmental units {primarily Michigan Department of Education) $1,215 088
Taxes 31,783
Gther 43 687

$1.990 538
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Manchester Community Schools
Moles to Financial Staterments

Note & — Capital Assets

Capital #sset aclivity of the School District's governmental activilies was as follows

Beginning Disposals and Year-End
Balance Additions Adjustments Balance
Assets not being depreciated — land  §__2 322 756 5 - 5 - S_ 2322 75R
Capital assets being depreciated:
Buildings and improvements 281890627 52 458 - 38,243 085
Buses and other vehicles 1,346 8913 - - 1,346,913
Furniture and eguipment 4314 376 6,285 33 364 4 285267
Subtotal 43 851,816 __HE743 - 43.875.295
Accumulated depreciation.
Buildings and improyvements 5310272 671,125 - 5,981,397
Buaes and other vehicles BO9, D05 111,215 - 921,124
Furniture and equipment 1. 765086 417,041 423 2.181.704
Subtotal 7 B85 264 1.158 384 4723 9,084 225
Met capital assets being depreciated 35,966,652 (1.140641) (34.8941) 34,781,070
Mat capital agssefs $38280408 51340841 5__{34.941) $37 113828

Deprecialion expense has not been allocated to the various activities

Note 6 — Note Payable

During lhe year, the District issued a note payable dated August 18, 2007 maturing August, 2008 in the
amount of $1.750000 with an interest rate of 368%. The note was renewed in August, 2008 for

1,840,000,
Balance Balance
Jure 30, 2007 Additions Payments June 30, 2008
51309000 51750 000 F1.308,000 F1.750 000

15



Manchester Community Schools
kotes to Financial Siatements

Mote ¥ - Long-Term Dalbd

The School District issues bonds, noles, and other contrastual commitments to provide for the acquisition
and construction of major capital facilities and the acguisition of certain equipment, General obligation Donds
are direct obligations and pledge the full faith and credit of the Schoal Districk. Other bong-term obligations

inglude compensated absences.

Leng-term obligation activity can be summarized as follows
Amounts Due

Beginning Ending Within One
Balange Additions Reductions _Balance Year
Governmental activities:
Bonds 534859536 3 - B 1430000 3F33529535 5 1503152
Deferred amount on
hond refunding (1.365.048) - 197,904 {1.267 144) (o7 204)
Bond premiurm/discount 133,113 - 24,125 108 954 24.128
Schoaol band loan principal 4,007 048 §a4 380 - 5,681,409 -
School bond loan interest 641,403 274 202 - 815,695 -
Tolal bonds payable 39,356,143 958 5G2 1,356 225 38 068 420 1,429 377
Woluntary sevaerance benefits 100.000 - 100,000 - -
Compensated absences 494 844 - 478 464 356 -
Tolal governmental
achivities $_39.560 BBV $ osR 57 $_14BETD3  $39432846 3_10.440377

annual debt service requirements to maturity on the above governmental bond obligations are as follows:

Governmentst Activities

Prinicipal Interast Total

2009 % 1,503 152 % 1,448 8980 3 2,250,112
2010 1553777 1,387,207 2,040 984
201 1,676,647 1,354,220 3,030,967
2012 1,405,120 1,262,143 2,667,263
2013 1,445,840 1,182,323 2,638,163
2014 - 2018 3,508,000 4 958 486 11,463,495
2016 - 2023 7,215,000 3,474,434 10,688,484
2024 - 2028 T.575,000 1,924 185 0,494 185
2029 - 2031 4 850000 284,475 5044 475

Total 533520, 538 517304 (O3 550,324 133
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Man¢heaster Community Schools
Mofes to Financial Staterments

Mote 7 — Lang-Term Debt {Continued)
Governmental Activities
General obligation bonds consist of the following:

$2.500,0600 general obligation bonds due in annual installments of
S275 000 through May 2009, interest at 4 75% 5 275000

537 865.000 general oblgation bonds due in annual installments of
270,000 to $1,560.000 through May 2027; interest at 3.80% to 5.50% 8,575,000

5230, 346 Durant School Improvement Band. due in annual
installments of 313,152 to 81,647 theough May 2013,
interest al 4.76% 139.536

57,590,000 general obilgaticn bonds due in annual installments of
$35.000 to $1,260,000 through hay 2018; interest at 3.50% to 5.00% 7,495 000

57.545 000 gensral obligation bonds dus in annual installments of
$45.000 t0 §1,500,000 starting May 2024 through May 2028,
interest al 4.00% to 4.125% 7,545,000

£8.500, 000 general obligation bonds duee in annual installments of
545,000 to %1,550,000 starting in May 20158 through May 2031,

interest at 4. 00% to 4.25% _ 8,500,000
Subtotal for bonded debt 33,529,536
Less' deferred ameount on bond refunding {1,267,144)
Plus. premiurnfdiscount on bond refunding 08 984
Total bonded debl $ 32371578

Durant Non-Plaintiff Bond - Inclugded in Governmenkal Activities General Obligation Bonds is the Durant
WNon-Plaintff Bond., Annual total payvments {principal and interest) of 516,596 to $111,498 associated with
this bond are funded by the State of Michigan via specifically appropriated State Ald and will not reguire any
Diskrict debt levy or uiflization of any ather District financial resources,

School Bond Loan — The school bond loan payable of $5.681,40% represents nofes payable to the State of
Michigan for loans made to the District, as authorized by the 15963 Siate of Michigan Constitulion, for the
purpose of paying principal and inkerest on general obligation bonds of the District issved for capital
expenditures. Interest rates are to be annually determined by the State Administrative Board. Inferest rates
ranged from an annual 4.035% ta 4 685% from July 1, 2007 to Juns 30, 2008, Repayment ts required when
the miltage rate negessary to cover the annual bonded debt service falis below seven mills. The Dhistrict is
required to levy seven mills and repay to the State any excess of the amount levied over the bonded debt
service requirement Due to the varizhbility of the factors that affect the timing of repayment, including the
future amount of State-equalized value of property in the District, no provision for repayment of the note or its
refated inlerest of 5915 695 has been included in the ahove annual debt senvice reguirements

17



Mancheaster Community Schools
Motes to Financial Stalements

Note 7 — Long-Term Debt {Continued)

Current Refunding — During the prior year, the School District issued $8,500,000 in general obligation
bonds with inleresl rates ranging from 4 0% to 4.25% The proceeds of these honds were uzed 10 advance
refund 38,0585 000 of outstanding 2001 Building and Sife Bonds. The net proceeds of $8.421 538 (after
payment of 378,826 in underwiiting fees. and other issuance costs) less a net discount of $147 637 and an
gdditional $148.000 of debt service monies were used to purchaze WS, government securitizs and were
deposited in an irevocable trust with an escrow agent to provide for alt future debt service payments en the
original bonds. As & resull, the bonds are considered (o be defeased and the bability for the bonds has been
rernoved from the School District's long-term ohligations. The advance refunding reduced the total debt
service payment by 3698, 133 which reprezents an economic gain of $485,322

The Schogl District has gefeased certan general obligation bonds by placing the proceeds of new bonds in
an irevocable trust to provide for all future debt servise paymendzs on the old bonds. Accordingly, the trust
account assets and the liabiity for the defeased bonds are not included in the School District's financial
statement. Af June 20, 2008, $14,375,000 of bonds outstanding are considersd defeased

Note 8 - Interfund Receivables and Payables and Transfers

The District reports interfund balances between some of its funds  The sum of all balances presented in the
tables below agrees with the sum of interfund balances presented in the balance sheet for governmental
funds, These interfund balances resulied primarily from the time lag betwesn the dates that (1) interfund
goods and services are provided or reimbursable expendiures occur, (2) transactions are recorded in the
accounting system, and {3) paymenis befween funds are made. The compesition of interfund balances is as

folinws:
Due To
Food Community
__Service Education Athletics General Total
Due From:
General F - F 23,806 FE3ZYT S 5 B7083
Food Service - - - 19,155 16,155
Community Education 4 D55 - - 725 4 780
2001 Debt - - - 4,064 4,054
MNon-Major Debt Funds - - - 2,028 2,029
Tofal $___4.055 %..23.808 $.63.277 $_.25873 $ 117111

Transfers Qut

General

Transfers In:
Athletics o 205 081
Toal S_ZB5 Do

Transfers are made from the General Fund to the Athlefics Fund fo help subsidize the ackivities of the
Athletics Fund
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Manchester Community Schools
kotes to Financial Statements

Note % — Defined Benefit Pension Plan antd Past-Employment Benefits

Plan Description - The School Bisfrict participates in the Michigan Public School Employees’ Retirament
System {MPSERS). 2 statewide, cosi-sharing, muliiple-employer defined benefid pensien plan administerad
by the nine-membar board of the MPSERS The MPSERS provides retirement benefits and postretirement
benefits for health, dental and vision The MPSERS was established by Public Act 136 of 1945 and operaied
undar the provigions of Public Act 300 of 1980, as amended The Michigar Pubbc School Employeaes'
Fetirement System isswes a publicly available financial report that includes financial statements and required
supplementary informabon for the syslem. That report may be obtained by writing to Michigan Public Schonl
Employees Retirement Systern, P.O Box 30028, Lansing, Ml 42333 or by calling (517) 322-6000.

Funding Policy — Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990
contribite a permanentty fixed rate of 2.9% of gross wages. The MIP contribution rate was 4.0% from
January *, 1987, the effective date of the MIP, urtil January 1. 18580 when it was redoced o 3.9% Members
firsl hired January 1, 1890 or later and returning members who did not work between January 1, 1987
through December 31, 1989 contribute at the following graduated permanently fixed confribution rates” 3% of
the first £5.000; 3.6% of 35,001 through $15,000; and 4 3% of all wages over $15,000

Basic Plan members make no contributions. For a irmied period ending December 31, 1992, an active Basic
Plarn member could enrcll in the MIF by paying the contribetions that wouwld have been made had enrollment
ncourred initially on January 1. 1987 or on the date of hire, plus interest. MIP contributions at the rate of 3 8%
of gross wages begin at enrollment. Market rate interest iz pasted to member accounts on July 1% on all MIP
monies on deposit for twelve months. If 8 member leaves MPSERS service and no pensicn is payable, fhe
member's accumulated contributions plus infersst, in any, are refundabie.

The District is required to contribute the full actuarial funding contribution amount to fund pension benefils,
glus an addifional amoumt to fund retiree health care benefit amounts on a cash dishursement basis. The
pension benedt rate totals 17.74 percent for the period from Juwly 1, 2007 through September 30, 2087 and
16.72 percent from October 1, 2007 through June 30, 2008. The contribution requirements of plan members
and the Cistrict are established and may e amended by the MPSERS Board of Trustees. The School
Qistrict's contributions to the MPSERS plan for the years ended June 30, 2008, 2007, and 2008 were
appraxtmately $4.130,000, $1,232.000, and 51,101.000, respectivety.

The District is rot responsible for the payment of retirement benefits which is the responsibility of the State of
Michigan

Post-Employment Benefits — Under the MPSERS Act, all retirees participating in the MPSERS pension
plan have the opfion of confinuing health, dental and visfon coverage. Refirees having this coverage
contribute an amount equivalent o the monthly cost for Part B Medicare and 10 percent of the monthly
premium amount for the health, dental. and vision coverage. Required confributiens for post-employment
health care benefits are included as par of the District's fotal contribution to the MPSERS plan discussed

above.

Note 10 - Federal and State Grants
The District has received federal and Stale grants for speciic purposes that are subject to review and audit

by the grankor agencies. Although such audits could generate expenditure disallowances under {erms of
the grants, management believes that any required reimbursements would not be material
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Manchester Cammunity Schools
Notes to Financial Statements

Note 11 — Risk Management

The School District is exposed to various nisks of loss-ielated torts; theft of, damage to, and desiruction of
assets: errars and omissions, empioyee injuries and natural diszsters The Dislrict participates in a distinct
pool of educational inskitutions within the State of Michigan for self-insuring workers” dizability compensation.
The pnol s considerad a public-entity risk pool The District pays annual premiums o the pool for the
respeclive msurance coverage. n the evani the pool's total claims and expenses for & policy year exceed the
total normal annual premiums for said year, all members of the specific pool's policy vear may be subject to
special assessment o make up the deficiency The pool maintaing reinsurance for claims in excess of
500,000 for each cccurrence with the overall maximum coverage being undimited. The Disirict has not been
infarmed of any special assessmeants being required,

The Schonl District has purchassed commersial insurancs for other risks of loss, includmg property and
casualty, errors and omigszions, fleet and employes health and accident insurance
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Saterment of Revenues, Expanditures, and Changes
i Fund Balances - Budget io Actual

Mznchester Community Schools

General Fund
Year Ended June 30, 2008

Revenues:
Lozsal sources
State sources
Federal sources
Imerdistrict and olher
Tolal revenucs

Expenditures.;

Basic programs
Added needs

Suppor! senvices
Pupil services
Instruciiaonal stalf services
Genezral administrative services
Schonl adminisirative senvices
Business services
Operalions and maintenance
Fupil transporiation
Community services
Other
Intergevernmental

Total expenditures

Revenues Over (Under) Expenditures

Other Financing Sources (Uses):
Transfers out

Net Changes in Fupd Balances
Fund Balanges - Beginning of Year

Fund Balances - End of Year

27

Budgeted Amounts
_ Original __ Final = __ Actual
S 1437497 § 0 1290288 § 1,285,986
8,853 464 8,011,738 0,005 535
SRR 417 0356 376,930
815,702 1,023,314 1,087 443
11,638,559 11843287 11,874,194
5,094 341 5,202 855 9,183,286
ETR 954 972,916 GE4,37T0
1.584 726 1.341.403 1,344 1249
363,169 432 531 04,665
467,437 412,869 417,305
526,008 237546 250,204
2EB, 336 327 073 2961849
1,508,153 1498 942 1,465,430
665 063 729,195 711,728
15 10,6882 5,880
178 78T 187 071 180,928
18,000 - -
_ 11556154 _ _ 11853723 11,503,357
FB 405 189,564 310,797
{313.599} [305.000) (265,991
(235,154 (115,436) 24 806
1,208,085 1208055 ., 1,208,055

3 oraRst § 1082619 &

1232 881




Other Supplemenial Information



ZE

PEL Bag & biOoee e T T BES Il T AT S TEO iE T SHETY S GPORLE S
TIVElF " UIeeE e [T A Y I £ X A FPLEG R A [T EICTIT
1TreiF TITatt B ToEs B LL ITEil EFLG8E T EBOEE TED TITSIH

0o0s - - - - - - 00g's . -

ok E : dggrTT T TF ¥ 505 WEET T HeFIT FEENY

BT T - : : - : 33 [
POE'GE - - iz ) pog 6ZF 0B GC1'Bi -

2F5'E - - - - - - - o¥zZ L0E'E

Az 0% g - §- - § - AT LA S LOE L ol T e g
PEE GGl 3 LD BhC T T EL it T BOC RI T B0LG6 & LLHLC T CEC T ¥ ERORITTT
T : SR . i - ST -

g¢1'14 . - - - - - ana'ez S0 LIZEG

FLTERY - . - - - - PR pos'AE .

vea's - - EZ: ola'L AGB7L EAA'E - - -

IEB'D0F % ELOREZ g - s ol $ 079 % TGOl § GLE'es g - 5§ SPE'LE § bLGE :;

EBjo) T TE{IAMEssTd pong iqag | pung 1594
[eqides Juring AOnZ A00%

PUNI Qe ~ pUNji3eq  FOMI0G 1900

S04 nodz

200Z 0L sunp

SpUNd |BJUBWWIEAOE) 0lEy-LON

18ayg adugeg Suiguinn

5j00Ya5 AHUNWLIO? J31S3YIUEN

UGEanpg | Gopaen Sangiy
R TITLETTTTT RN pood
E =+ ] Y =3 T X 1 (=TT |

SalUR|E] CUN) RPLE S2NGEI [BILL
SSHIUREG PN} [BI0]
pajeubizapunpaaasalun
aabdind jEroads Jo) pasaE e
SERUEIER PR

SERIIGEN [BlOL
Salljplacsa pan o
SPUN} 13410 01 ang
agefied saue ey
a|qeied sunoooy
FRINIgRTY

sajugieq pung pue SeTIe

AT N T
faoyuanau|
SAUrY 18U W 300
B|BAOA] SIUNODoY
AIGEM DB SILE ],
SLALS AAL QU YSED

EOssY



£

Ll %l % Li0BLc g " T T TRCLL T e it € ZhIEG L YEE T & CAEGIT &
v TR LT HEC - |y FET 20 LY b T BEET Feen FAEGIE
LEESG DEE'E - PO EDL'G lEan'ch 0%0'gz EOE AL Low's -

FaaGr 4 - T ORI #LE DO BvE (o1 - - [
DROFIE) ~ 7 ¢ - (07 e - E T e e

Qo BT - - - 00E" oYL 855271 - - . -

LARGRE - - - - - - - - |EE GAZ
{0ESTRLT LN - IR €74 | (LRI Ghir [GFEOSL] GEG e Ot L1 VEEN] MEEsET
PIFMISE T T - - BB Lt ITL EOE U T ToZ 0% GlE Gk B¥C FoE OFT T
T e E [ i} 4 Toe 7 = e E

gLz - - PEQ PEE ZEOSNE PHATGER REE'CT - - -

aooole - - - - CO0'SE [K]fs s - - -

A - - - - - - SILZ Ty - -

BE POE - - - - - - - Qe FOE -

LU bl - . - - - - - - Db »E
FouFRLT DEd & =T A ] ORI TEOOTE ek JEL B 08F BOTER: 7 BP0ed
SRR - T i e _ - -

BEE' TG - - - - - - - BCF CR -

S66'8% - - . - - - BEOER Q15'2z -

EF119L S 0BE'R 5 - § G2rLE § apl0il % TESDEE 8 EZT/EL t RAYLEE £ PGLALZ T BPOBEE T

L S G L 1M e [P eTE oo 1o R PE T Ty TP )-8 T T [ 3 VT [ Ta R IV LT T Tw I =11 1130 = I T P =T - R +-11 -1 1)1 I

enden

kg

L0847 00z 00z DODE RATIT eTgy poo4

L3RR TN EL-B LTy  TEpHNL anlE N Tty T T T

BO0E 'O FUNF PRpUT JESA
SpUNS [EYUSLILIEADSS ID[BIA-UON
sae|eg pund u sabueyD pue samypuadxg "sanuassy Jo juawalelg Buuiguoan
S|00U3S AHUNWILLO S 19353 IUBN

Jga) 10 pugz - s3LuB|eg pung
JEg) 1o BuluulBag - saaue|eyqg pund
Sa9uBiEg pUR4 U 2abusy D 19N

(525N} sa2nns Guausuy 1Byic BIn]
W srapsles Gueado
spaantld LES) DO [DaYIS
M sraysuel] Bulesadsy
H(sasf) saunog Bu|aueud 19410

salnppuadxg (apug)) JenD sanuaasy

STNrpuatea B0 L

1310

138J31U]

[edinu i
UCNEINEE AJBRALILLEOT
SANALIE B3AIES PO
SaAIIE 2051

saanyipuatzsg

SEMUSAS 1B |
B
SEHNLS [LEpE
23HNDS SYE]S
S30UNAS (B0
LN TEEE T



Durant Bonds

2000 Schood Building and Site Bonds

2001 School Building and Site Bonds

2005 Refunding Bonds

Manchester Community Schools
Schedule of Bonded Indebledns=ss

June 30, 2006

Fiscal Year Floeal Wear Bonds
Amount of Inlerest Data of Interest Prihcigal Outstanding
|Bouo Rate Itakurity Requiremants Requirements  June 3¢, 2008
& 235,316 £.7E0% D1 E0E b 3,444 3 13952 % 13152
& TE0% (M 540 2817 13,777 37T
4 TE0% 0S5t 29851 21,647 81647
£.760% Daf15M 2 tard 15,120 15120
& 7E0% 051513 THi 15840 15,840
B 136,536
Fiscal Year Fizcal Year Bonds
Amount of Imtarest Date of Inlerest Pringipal Outstanding
lssue Rate Maturly Roquirements Requirements June 30, 2008
& 2.900000 4 7o0% NS/THMOE ] 13062 § 275000 & 275,000
5 275,000
Fiscal Year  Fiscal Year Bonds
Amount of Interest Date of interest Principal Dutstanding
lssue Fate hakurity Requirements Requirements June 10, 2008
37,365,000 3.B00% AN § 435135 1180000 5 1,1B0.000
2.8 DEQTAD 300,256 1,505 QM) T, 205,000
4 OO OeA71 331,800 1.560 000 1,660,000
5.000% nEMa1IM2 264 200 1,330,800 1,350,000
B AR DS01r13 204,700 270,000 270,000
5,.500% 001514 185,850 270 0 270,000
LR ] (S04 5 172,600 - -
£ 500% 016 172,000 . -
5.500% as01M Y 172 .00 - -
£ 000%% 0501418 172 K00 . -
5.000% 050118 172 000 1,300,001 1,200, ()
£.000% SO0 107,000 1,325,000 1,325 0010
£.000% 50121 40,750 815000 B15.000
v BE7S 000
Fiscal Year  Fiscal Year Bonds
Amount of Interes! Drale of Interest Principal Qutstanding
|55 e Rate Maturity Requirements Requirements June 30, 2008
7,500,000 3 5005 Q51105 $ 335450 § 35000 % J3,0HI0
3.500%: Qa0 MR 334220 35,000 35000
4.0005%% 0504 333.000 25,000 25 1100
4 O00%: 012 231,600 40,000 40,000
5. 0005 050113 330,000 1160000 1,160,000
5 000%: Doid1ii4 272,000 1,210,000 1,210,000
50005 D515 211,500 1230000 1,230,000
4 O00%: Q116 1541000 1,240 000 1,240,000
4.000% DEMDTAT R 400 1.280 000 1,220,000
4, 00%, NEO1ME a0,400 1,260 0G0 1.260.000
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ilanchester Community Schaoois
Scherdnle of Bended Indebtedness {Continued)

June 30, 2006
Fisecal Year Fiscal Year Bonds
Amount of Interest Date of Interest Pringhpal Qutstanding
|saue Rate Maturity Feqguirements Reguirements June 30, 2008
2006 Refunding Bonds &7.545 D00 4 Qo0 asint oo % 305175 & - 5 -
4. 000%, Q50110 35,175 - -
4. 000 Q501511 305175 - -
4 D00 QSAMZ 203175 - -
4 095 05913 302175 - -
4 Q0% NEQM4 AsATE - -
4. 000% RSO1MG 303175 - -
4.000% D015 a0517E “ -
4 000%: amney 305176 - -
4.000%: O5/01/M18 s 175 - -
4.000%: asm1i1g 305,175 - -
4. 000%: Q50120 3NEATH 45,000 45,000
4.000% 0501521 303 375 75,000 75,000
4.000% QS22 300,375 1,450 DI} 1,450, 0
4. 0008 Q51,23 242 375 1,475,000 1475000
& L0 REMta 183375 1,500 {0 1,500,000
4. 100% 0aT2E 123,375 1,500,000 1,500,000
4 125% Doma1I26 51,875 1,500,000 1,500,000
F 7545000
Fiscal Year  Fiscal Year Bonds
Amounit of Interest [rate of Interest Frincipal Chatstanding
Isce Rate Maturity Requirements Requirements Jane 30, 2008
2007 Refunding Bonds $B.500,003] ERU S R50TING I 354g94 & - & -
A DO oemIMG 354 624 - -
4 300 % DEMAO1HA 354 Bo4 -
4.000% 112 354,694 - -
4.000% De01113 384 BO4 - -
4 000% 114 354 694 - -
4.000% 0501145 354 604 - -
4 000% LI ER TR+ 104 694 - -
4.000% LT FR I 354 6594 . -
4.000%: Qsming 354,694 45,1} 45,000
4. 000%; asi1e 352 885 65,03 65,000
4.0 051120 350204 G5,000 5,000
LAL D 031121 347694 G00.G00 GO0, 000
4, (MY DEAO122 323,602 - -
4 D00% QeM01123 323,693 - -
4 S0 naf01724 323,682 - -
4.000% (201725 323,603 - -
4 000% 0801126 323603 - -
4 125% 0r2v 323605 1,525,000 1,525,000
4. 125% O5/01/258 260,788 1,550,000 1,550,000
4. 200% Q3012 196,850 1,550,000 1,550,000
4 FE0% Q5/01/30 131,750 1.5650 D00 1,550,000
4 250% 05/01/31 BLATh 1,550 (1{H} 1,550,000
§ E.SDD.DE_I'_I_}‘
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Report on laternal Control Over Financial Reporting
and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance
With Goverrment Auditing Standards

Board of Education
tanchester Community Schools
Manchester, Michigan

Ve have audited the financial statements of the governmentzl activities, each major fund, and the
apgregate remaining fund information of Manchester Community Schools as of and for the year
ended June 30, 2008, which collectively comprise the Districh's basic financial statements and
have issued our report thereon dated Cotober 25, 2008, We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained i Governmend Avdiing Standards issued by the
Camplroller General of the United States.

Interral Control Over Finangial Reporting

In planning and performing our audit, we considersd Manchester Community Schools’ internal
control over financial reporting as a basis for designing our auditing procedures for the purpoge of
expreszing our opinion on the financial slatements, but nod for the purpose of expressing an
opinion on the effectivensss of the District's internal control over financial reporting.  Accordingly,
we do not express an opinion on the effectiveness of the District's internal control over financial

reporting,

Qur consideration of internal control over financiaf reporting was for the limited purpose described
in the preceding paragraph and would not necessarlly identify all deficiencies in internal control
over financial reporting that might be significant deficiencies or material weaknesses. However, as
discussed below, we identified certain deficigncies in internal control over financial reporting that
we consider o be significant deficiencies.

A confrol deficiency exists when the design or operation of a contral does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entiby's ability to initiate, authorize, record, process,
or report financial data relisbly in accordance with generally accepted accounting principles sush
that there is more than a remote kkelihood that a misstaterment of the District's financiat
staterments that is more than inconsequential will nol he preverted or detected by the District's
internal control over financial reporting We consider the geficiencies described as 20081 and
2008-2 in the accompanying schedule of findings and responsas to be significant deficiencies in
internal control over financial reporting

WiLns &Jl.lll:‘lﬁlf[{, P Finane Munther: 25071 THE o
L3 =y b Ros lnan Meptlaer: 05 7 THE WH T
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Board of Education

WManchester Community Schools
Manchester, Michigan

Page 2

A material weakness (s a siqnificant deficiency, or combination of significant deficiencies. that resulis in morg than a
remote likelihood that @ material misstaternent of the finangial stataments will not be pravented or detected by the
entity’s interna! control

Oar consideration of the internal control over financial reporting was for the limited purpose described in {he first
paragraph of this section and would not necessarnily identify all deficiencies in the internal control that might be
signtficant deficiencies and, assordingly, would not necessarity disclose all significant deficiencies that are also
considersd to be material weaknesses  However, we belisve the significant deficiencies described above as 2008-1
and 2008-2 to be material weaknesses

Compliance and Qther Matters

As part of obtaining reagonable assurance about whether the District's financial statements are free of material
misstakemant, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts  However, providing an opinton en compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
nonsompliance or other matters that are reguired to be reparted under Government Auditing Standards.

Manchester Community Schools’ responses to the findings identified in our audit are described in the accompanying
scheduie of Findings and Responses. We did not audit the District's responses and, accordingly, we express no
opinion on them.

This report is intended solely for the information and wse of the Board of Education, managemant, others within the
entity and pass-through entilies and 15 nof intended to be and should not be used by anyone other than these

specified paries
e & Jaﬁaf&% £

williz & Jurazek, P.C.
Certified Public Accountants

Cciober 26, 2008
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Board of Education
Manchester Community Schools
Manchester, Michigan

Sehadele of Findings and Responses

Finding 2008-1

Currently. the District's staff prepares the interim internal financial statemenis that allows for management and
oversight of the District, bul relies on assistance from us in preparing the year-end financial statements and
footnotes. The annual financal statements for the year ended June 30, 2002 required relatively few audit
adjustments, most of which the staff were aware needed to be recorded. Effective for the year ended June 30,
2007, Statement on Auditing Standards #112 tiled Communicating Internal Control Related flalters Identified in an
Auddit (issued Way 2008), reguires us to communicate in writing when a clent requires assisiance to prepare the
year-end financial stalements and fooineles required in the annua! audit report in accordance with acsounting
principles generally accepted in the United States of America. We gdo not recomemend any changes to this situation
=t {his time and communicate this as required by professional standards. We believe this meets the definiion of 3
material weakness as defined in Statement on Auditing Standards #1712,

Client Response

We acknowledge the significance of Statement on Auditing Standards #112 regarding internal contrel cver financial
statement preparation. In the pas! we have relied on our audit firm's experlise with regard to annual financial
staternent and {ootnote preparation. Given our District's small size and the level of staffing in our Administrative
Oiffice, we expect this practice to continue for the foreseeable future.

Finding 2008-2

Currently, the District tacks sufficient segregation of duties over the financial activities of the Community Education
Fund Ve believe this mests the definition of & matetial weakness as defined in Statement on Auditing Standards

#112

Client Response

We are aware of the issue as i relates fo the segregation of duties within the Community Education function and we
are currently developing new precedures to implement for purposes of inteinal control  We would expact this
situation to be correcied in fulure years

WiLs & JUR;’LSI".I(, P.C. e Szl §5 17 THEE Sh
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QOctober 25, 2005

Board of Education
Manchester Community Schooks
Manzhester, Michigan

We have audiled the financial statements of Manchester Community Schools for the yvear ended June 30,
2008. ang have issued our report thereon dated October 25, 2008. Professional standards require that we
provide you with the isllowing information related to our audit.

Cur Responsibility under Generaliy Accepted Auditing Standards

As stated in our engagement proposal, our responsibility, &s described by professional standards, is to
plan and parform cur audit o obtain reasonable, but not abselute, assurance that the financial statements
are free of material misstatement and are fairly presented in accordance with accounting principles
generally accepted in the United States of America Because an audit is designed to provide reazonabie,
buk aol absolute assurance, and because we did not perform a detailed examination of all ransactions,
there is a risk that material errors, fraud, or llegal acts may exist and not be detected by us.

As part of our audit, we considered the internal contral of the District. Such considerations were solely for
the purpase of determining our audit procedures and not to provide any assurance concerning such
internal contral.

As part of obtaining reasonable assurance about whether the financial staternents are free of material
misstatement, we parformed tests of the District’s compliance with cerain provisions of laws, regulations,
contracts, and grants. However, the objective of pur tests was not to provide an opinien on compliance
with such provisions.

Significant Accounting Policies

Management has the respensibility for selection and use of appropriale accounting policies. In
accordance with the terms of our engagement, we will advise management about the appropriateness of
accounting policies and their applcation. The significant accounting policies used by the District are
described in Note 1 to the financial statements. Mo new zccounting policies were adopted and no ofher
applications of existing policies were changed during the current year. We noled no transactions entered
into by the District during the year that were both significanl and unususl, and of which, under
professional standards, we are required to inform you, or transactions for which there i5 a lack of
autharitalive guidance or consensus

Wis & Jurassk, PO, s St 03171 TSR
2503 Sy iwa Roend Fus s 0571 7R85
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Board of Education
Manchester Community Schools
Page 2

Accounting Estimates

Accounting estmates are an integral part of the financial statements prepared by management and are
based on management's knowledge and experience about past and current events and 3ssurnptions
abouk future everts. Certain accounting estimates are particutarly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected The most sensitive estimate affecting the financial statements was

= Anassel apprasal was done for the prior year ended June 30, 2004, which was used to establish
the bulk of your fixed asset balances to be recorded in the Staternaent of Net Assets.

¥

Estimates have been used in calculating the liabilly for employes compensated absences The
estimated liabiity is approximately 5464, 000

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the finzncial statemants that, in our judgment, may not have been delected except through our auditing
procedures. An audit adiustment may of may not indicate matters that could have a significant effect on
the District's financial reporing process (that is, cause future financial statements to be materially
misstated). In our judgment, none of the adjustments we proposed, whether recorded or unrecorded by
the Districl, either individually or in the aggregate, indicate matiers that could have a significant effect on
the District's financial reporting process Management has approved all adjustments

Disagreements with Managemgant

For purposes of this ietier, professional standards define a disagreement with rmanagement as a matter,
whether or not resolved to our satisfaction. concerning a financial accounting, reporting, or auditing matler
that could be significant o the financial statements or the auditor's report. We are pleased to repon that
no such disagreements arose during the course of our audit.

Consuitations with Dther Independent Accountants

In some cases. management may decide to consult with other accountants about auditing and accounting
matters, similar to cbtaining a "second opinion” on certain situations. If 2 consultation involves application
o @n accounting principle to the governmental unit's financial statements or a determination of the type of
suditer's opinion that may be expressed on those statemenis, our professional standards reguire ihe
consulting accountant to check with us to determing that the consultant has all the relevant facts To our
knowledge, there were ng such consuitalions with other aceountants.

Issues Discussed Prior to Retention of indepandent Auditors

We generally discuss 2 variely of matters, including the application of accounting principles and auditing
standards, wilh management each year prior to retenfion as the District's auditors. However, these
discussions eccurred in the normal course of our professional relationship and sur responses were not 3
condition to cur retention.



Eoard of Education
Manchester Community Schools
Page 3

Difficulties Encountered in Performing the Audit

Wz encountered no significant difficulties in dealing with management in performing our awdit

This information is infended solely for the use of the Board of Education and manragerent of lhe District
and iz nat intended to be and should not be used by anyone other than these specified parties.

Sincerely,

Wt & Jmﬁamaﬁ £l

Willis & Jurasek, P C.



